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Question 1 (25 marks) 


(a) | Discuss how geography and institutions may account for the huge per capita 
disparities across countries and regions. 


(6) | Explain how and why savings play a crucial role in growth models. 
Question 2 (25 marks) 


Critically discuss the following statements: 
(a) | Although not always successful, on average, aid has a positive impact on economic 
growth and development. 


(6) — In small countries with fixed exchange rate systems, worldwide inflation is transferred 
rapidly to countries with fixed exchange rates. 


Question 3 (25 marks) 


Critically discuss the following statement. “An increase in the rate of capital depreciation has 
no effect on the long-run level of per capita stock, total capital stock and long-run growth rate 
of income” (Use a Solow diagram). 


Question 4 (25 marks) 


(a) | One of the more frequently advanced hypotheses used to explain why poor people in 
developing countries have very high fertility is that a large number of children are 
needed in order to ensure support of the parents in their old age. How does higher 
parental income affect their demand for children in such a model of “children as a 
form of social security’? Give a few examples of factors other than income that may 
affect parents’ demand for children. 


(6) Critically discuss the following statement. 
Compared to Gross National Income (GNI) calculated at market exchange rate, GNI 
calculated at Purchasing Power Parity provides a much more accurate measure (use 
an example of your choice). 


Question 5 (25 marks) 


Critically discuss the following statements: 

(a) In recent years conditional cash transfers have become extremely popular policies to 
promote accumulation of human capital and reduce poverty (use an example of your 
choice). 


(6) | Under a shallow financial strategy financial institutions are discouraged to take risk on 
promising but risky investments. 


Please remember - This examination question paper MUST BE HANDED IN. Failure to do so may 
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